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7. A demonstration evidencing that unfair pricing dis-
crimination is not utilized by or incorporated within the
policy form’s premium table or structure.

i. The demonstration shall show that the loss ratio
of any element of any insurance construct will not differ
by more than 10 percent from the anticipated loss ratio
for the policy.

ii. For the purpose of this paragraph, “construct”
means the risk variables which significantly affect the
cost of the coverage. For example, age could be a
construct wherein its elements would be age 20, age 21
and so forth. The Department of Insurance is particu-
larly concerned with anticipated loss ratios by issue age
or issue age groupings;

8. The specific formulas and methodology used in
calculating gross premiums; and

9. A certification signed by an actuary who is a mem-
ber of the American Academy of Actuaries or Casualty
Actuarial Society stating that the assumptions are appro-
priate to the policy form, reasonably represent the expect-
ed experience for the policy form and fully disclose the
basis of the calculation of the anticipated loss ratio.

Repeal and New Rule, R.1996 d.180, effective April 1, 1996.
See: 27 N.J.R. 3725(a), 28 N.J.R. 1882(a).
Section was “Compliance”.

11:4-34.14 Loss ratio standards for individual long-term
care insurance

(a) Long~term care insurance is subject to the loss ratio
requirements set forth at N.J.A.C. 11:4-18.5.

(b) When a long-term care policy is funded by a level
premium payable over the life of an insured whose issue age
is under 65, the anticipated loss ratio cannot be less than:

(A-B-C)/A

where: A=the present value at policy issue of one dollar of
annualized premium;

B=the present value at policy issue of the product of R
and one dollar of annualized premium payable for policy
years from policy issue to attained age 65;

C=the present value at policy issue of the product of .35
and one dollar of annualized premium payable for policy
years after attained age 64;

and where R=the complement of the applicable loss ratio
factor for coverage before attained age 65, with comple-
ments of .50 for noncancellable insurance and .45 for guar-
anteed renewable insurance.

New Rule, R.1996 d.180, effective April 1, 1996.
See: 27 N.J.R. 3725(a), 28 N.J.R. 1882(a).
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11:4-34.15 Spousal discount

(a) A spousal discount is permitted in individual long-
term care insurance when the following conditions are met:

1. The objective basis of the rate differential is includ-
ed in the actuarial memorandum as required by N.J.A.C.
11:4-18.4(a)1liv;

2. All conditions required to be satisfied in order to
receive and retain the discount shall be disclosed and
shall be related to the objective basis of the rate differen-
tial. When improved morbidity is the objective basis for
a spousal discount, insurers shall extend the discount to
all married individuals regardless of whether the insured’s
spouse is covered under a long-term care policy; and

3. When a husband and wife both apply for and are
issued a long-term care policy offering a spousal discount,
both individuals shall receive the discount.

New Rule, R.1996 d.180, effective April 1, 1996.
See: 27 N.J.R. 3725(a), 28 N.J.R. 1882(a).

SUBCHAPTERS 35 THROUGH 36. (RESERVED)

SUBCHAPTER 37. SELECTIVE CONTRACTING
ARRANGEMENTS OF INSURERS

11:4-37.1 Purpose and scope

(a) The purpose of this subchapter is to set forth stan-
dards and procedures whereby a carrier shall obtain approv-
al from the Commissioner of its offering of health benefits
plans utilizing selective contracting arrangements that pro-
mote health care cost containment while adequately preserv-
ing quality of care.

(b) This subchapter applies to all carriers operating pur-
suant to Title 17B of the New Jersey statutes, and issuing
health benefits plans utilizing selective contracting arrange-
ments in this State or which cover New Jersey residents.
This subchapter shall not apply to the following: hospital
service corporations operating pursuant to N.J.S.A. 17:48-1
et seq.; medical service corporations operating pursuant to
N.JS.A. 17:48A-1 et seq.; hospital and medical service
corporations operating pursuant to N.J.S.A. 17:48B-1 et
seq.; dental service corporations operating pursuant to
N.J.S.A. 17:48C-1 et seq.; dental plan organizations operat-
ing pursuant to N.J.S.A. 17:48D-1 et seq.; or health service
corporations operating pursuant to N.J.S.A. 17:48E-1 et seq.

(c) The provisions of these rules shall apply except where
in conflict with any policy or contract issued pursuant to the
New Jersey Individual Health Coverage Act at N.J.S.A.
17B:27A-1 et seq. or the New Jersey Small Employer
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Health Coverage Act at N.J.S.A. 17B:27A-17 et seq. If
such a conflict exists, all remaining provisions of these rules
determined not to be in conflict shall remain in effect.

Amended by R.1998 d.302, effective June 15, 1998.
See: 30 N.J.R. 267(a), 30 N.J.R. 2214(a).
Added (c).

11:4-37.2 Definitions

The following words and terms, as used in this subchap-
ter, shall have the following meanings, unless the context
clearly indicates otherwise:

“Allowable expense” means the usual, customary and
reasonable item of expense for a covered service when the
item of expense is covered at least in part by the health
benefits plan.

“Carrier” means any insurance company operating pursu-
ant to Title 17B of the New Jersey statutes and authorized
to issue health benefits plans in this State.

“Coinsurance” means the percentage of the allowable
expenses payable by the covered person.

“Coinsurance differential” means the difference in the
coinsurance percentage applicable to in-network and out-of-
network benefits.

“Commissioner” means the Commissioner of the New
Jersey Department of Banking and Insurance.

“Copayment” means a specified dollar amount a covered
person must pay for specified covered services.

“Covered person” means a person on whose behalf the
carrier is obligated to pay benefits pursuant to the health
benefits plan.

“Covered service” means a service provided to a covered
person under a health benefits plan for which a carrier is
obligated to pay benefits.

“Department” means the New Jersey Department of
Banking and Insurance.

“Emergency care” means covered services that are pro-
vided by any health care provider for a medical condition
manifesting itself by acute symptoms of sufficient severity
including, but not limited to, severe pain, psychiatric distur-
bances and/or symptoms of substance abuse such that ab-
sence of immediate attention could reasonably be expected
to result in placing the health of the individual (or, with
respect to a pregnant woman, the health of the woman or
her unborn child) in serious jeopardy; serious impairment
to bodily functions; or serious dysfunction of a bodily organ
or part. With respect to a pregnant woman who is having
contractions, an emergency exists when there is inadequate
time to effect a safe transfer to another hospital before
delivery or the transfer may pose a threat to the health or
safety of the woman or the unborn child.

Supp. 6-15-98

“Evidence of coverage” means any certificate, agreement
or contract which includes a statement of the essential
benefits, limitations, exclusions and services of the health
benefits plan, and which is issued to the covered person by
the carrier.

“Formulary” means a list of prescription medications that
are preferred for use by a health plan,

“Health benefits plan” means a policy, contract or evi-
dence of coverage delivered or issued for delivery in this
State that pays benefits and/or arranges for the provision of
covered healthcare services and supplies. For purposes of
this regulation, health benefits plan shall not include acci-
dent only, Medicare supplement coverage, CHAMPUS sup-
plement coverage, coverage for Medicare services provided
pursuant to a contract with the United States government,
coverage for Medicaid services pursuant to a contract with
the State, coverage arising out of a workers’ compensation
or similar law, automobile medical payment insurance, and
personal injury protection issued pursuant to N.JS.A.
39:6A-1 et seq.

“Health care provider” means any physician, hospital,
facility, or other person who is licensed or otherwise autho-
rized to provide health care services or other benefits in the
state or jurisdiction in which they are furnished.

“Preferred provider” means a health care provider or
group of health care providers who have entered into selec-
tive contracting arrangements with a carrier or a preferred
provider organization.

“Preferred provider organization” or “PPO” means an
entity other than a carrier that contracts with preferred
providers to establish selective contracting arrangements,

“Selective contracting arrangement” or “SCA” means an
arrangement for the payment of predetermined fees or
reimbursement levels for covered services by the carrier to
preferred providers or preferred provider organizations.

Amended by R.1998 d.302, effective June 15, 1998.
See: 30 N.J.R. 267(a), 30 N.J.R. 2214(a).

Rewrote “Emergency care”, “Evidence of coverage”, “Health bene-
fits plan” and “Health care provider”; and inserted “Formulary”.

11:4-37.3 Standards for selective contracting
arrangements

(a) For purposes of paying for covered services under a
health benefits plan, a selective contracting arrangement
entered into by a carrier shall meet the following criteria:

1. The selective contracting arrangement shall include
a mechanism for the review or control of utilization of
covered services;

2. 'The selective contracting arrangement shall provide
for an adequate number of preferred providers by special-
ty to render covered services in the geographic service
area(s) where it functions;
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3. The selective contracting arrangement shall include
a procedure for resolving complaints and grievances of
covered persons;

4. 'The selective contracting arrangement shall provide
that information pertaining to the diagnosis, treatment or
health of any covered person receiving health care bene-
fits shall be confidential and shall not be disclosed to any
person except as follows:

i. To the extent that it may be necessary to carry
out the purposes of this subchapter;

ii. Upon the express consent of the covered person;
ili. Pursuant to statute or regulation,;

iv. Pursuant to court order for the production of
evidence or the discovery thereof;

v. In the event of a claim or litigation between such
covered person and the carrier wherein such data or
information is pertinent; or '

vi. As otherwise required by law.

(b) Health benefits plans utilizing selective contracting
arrangements shall meet the following criteria:

1. The health benefits plan utilizing a selective con-
tracting arrangement shall provide that covered persons
shall not be held financially liable for payments to pre-
ferred providers for any sums, other than required copay-
ments, coinsurance or deductibles, owed for covered ser-
vices, if the carrier fails to pay for the covered services for
any reason.

2. If a covered person is in need of emergency care as
defined herein, the health benefits plan utilizing a selec-
tive contracting arrangement shall include a mechanism
which reimburses emergency care as if the covered person
had been treated by a preferred provider;

3. The carrier shall provide each covered person with a
current evidence of coverage within 30 days of enrollment
date and no later than 30 days after any policy or contract
changes, including at least:

i. A description of all complaint and grievance proce-
dures, including the address and telephone numbers of
the complaint offices of the carrier or PPO, the Depart-
ment of Health and Senior Services and the Depart-
ment of Banking and Insurance;

ii. A clear and complete summary of the essential
features and services of the PPO coverage, including
limitations, exclusions and procedures for accessing out-
of-network services; and

iii. A statement of the covered person’s rights, which
shall include at least the right:

(1) To be provided with information concerning
the carrier’s and PPO’s policies and procedures re-
garding products, services, providers, appeals proce-
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dures and other information about the organization
and the care provided;

(2) To be provided with instructions regarding the
selection and procedures for changing a primary care
physician. Such selection shall be effected by the
carrier within 15 days of receipt;

(3) To seek treatment from the available and ac-
cessible specialists included in the network of partici-
pating providers following an authorized referral if
required; and

(4) To obtain a current directory of preferred
providers in the PPO network upon request, includ-
ing addresses and telephone numbers, and a listing of
providers who accept covered persons who speak
languages other than English;

4. The carrier issuing health benefits plans utilizing a
selective contracting arrangement shall provide that sub-
sequent changes in coverage shall be evidenced in a
separate document issued to the covered person;

5. The carrier utilizing a selective contracting arrange-
ment may provide in its health benefits plan for direct
payment to the preferred provider for covered services
rendered, and shall establish either the methodology to
determine the amount or the actual amount of payment
to the preferred provider whichever is applicable;

6. The carrier utilizing a selective contracting arrange-
ment for a health benefits plan shall include a mechanism
which provides that the coinsurance differential, if any,
applicable to covered services rendered by a preferred
provider, as opposed to covered services rendered by
other health care providers, shall be no greater than 30
percent of the allowable expense, provided deductibles
and copayments are equivalent for both in-network and
out-of-network benefits. If deductibles and copayments
for in-network and out-of-network benefits are not equiv-
alent, the 30 percent maximum coinsurance differential
shall be adjusted to reflect the differences. In no event
shall the maximum coinsurance percent for medical ser-
vices or supplies be greater than 40 percent. Carriers
shall submit to the Department as part of their SCA
application and any subsequent plan filings a completed
Actuarial Justification of Benefit Differentials form at-
tached hereto as an Appendix.

(c) Health benefits plans that utilize selective contracting
arrangements and provide prescription drug benefits
through use of a formulary, shall meet the following criteria:

1. The formulary shall be developed by a pharmacy and
therapeutics committee composed of health care profes-
sionals with recognized knowledge and expertise in clini-
cally appropriate prescribing, dispensing and monitoring
of outpatient drugs or drug use review, evaluation and
intervention. The membership of the committee shall
consist of at least two-thirds licensed and actively practic-
ing physicians and pharmacists, and shall consist of at
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least one pharmacist. . I the carrier contracts with a third
party to develop the formulary, the carrier shall be re-
sponsible for guaranteeing that the third party complies
with all requirements relating to formularies as set forth
in this subsection.

2. All drugs in a formulary shall be approved under the
Federal Food, Drug and Cosmetic Act (21 U.S.C. §§ 301
et seq.).

3. A formulary shall include more than one drug used
to treat each covered disease state where more than one
drug is available.

4. A drug may be excluded from a formulary only if,
based on the compendia listed in (c)6 below, it does not
have a significant, clinically meaningful therapeutic advan-
tage in terms of safety, effectiveness or clinical outcome
of treatment for the specific condition for which the drug
is intended over other drugs included in the formulary,
and there is a written explanation of the basis for the
exclusion that is available to providers and covered per-
sons upon request.

5. Every health benefits plan utilizing selective con-
tracting arrangements that provides benefits for formulary
drugs shall also provide benefits for nonformulary drugs.
Increased benefits may apply to formulary drugs provided
the difference between the total benefit value of formu-
lary drug coverage and the total benefit value of nonfor-
mulary drug coverage does not exceed 30 percent. Com-
pliance with this requirement shall be demonstrated by
submitting to the Department as part of the SCA applica-
tion and any subsequent plan filings a completed Actuari-
al Justification of Benefit Differentials form (incorporated
herein by reference as the Appendix to this subchapter)
appropriately modified to reflect prescription benefits
rather than medical benefits. There shall be no differ-
ence in benefit level between formulary and nonformulary
drugs obtained from nonparticipating providers.

6. The carrier shall establish an approval process to
enable health care providers and covered persons to
obtain coverage of nonformulary drugs at the same level
as formulary drugs where the prescribing health care
provider certifies the medical necessity of the drug.

i. A nonformulary drug shall be considered medically
necessary if:

(1) 1t is approved under the Federal Food, Drug
and Cosmetic Act (21 U.S.C. §§ 301 et seq.); or its
use is supported by one or more citations included or
approved for inclusion in The American Hospital
Formulary Service Drug Information or the United
States Pharmacopoeia—Drug Information, or it is
recommended by a clinical study or review article in
a major-peer reviewed professional journal; and

Supp. 6-15-98

(2) The prescribing health care provider states that
all formulary drugs used to treat each disease state
has been ineffective in the treatment of the covered
person’s disease or condition, or all such drugs have
caused or are reasonably expected to cause adverse
or harmful reactions in the covered person.

ii. The approval process for nonformulary drugs shall
provide that the carrier respond to the prescribing
health care provider by telephone or other telecommu-
nication device within one business day of a request for
prior authorization. Failure to respond within one
business day shall be deemed an approval of the re-
quest. Initial denials shall also be provided to the
prescribing health care provider and covered person in
writing within five business days of receipt of the
request for approval of a nonformulary drug, and shall
include the clinical reason for the denial. Such denials
are appealable to the Independent Health Care Ap-
peals Program in the Department of Health and Senior
Services pursuant to P.L. 1997, ¢.192, section 11.

7. The carrier shall publish and distribute, at least
quarterly, either its current formulary or a list of nonfor-
- mularies to all preferred providers. Such list shall clearly
indicate whether the drugs included are formulary or
nonformulary.  Alternatively, the carrier may annually
distribute new formularies or a list of nonformularies, and
quarterly updates, to all preferred providers. The current
formulary or list of nonformulary drugs shall be provided
by the carrier to covered persons upon request.

8. The contract and evidence of coverage form shall
disclose the existence of the drug formulary, describe the
approval process to obtain coverage of nonformulary
drugs as formulary drugs and describe the process to
appeal a denial of a request for approval of a nonformu-
lary drug, including the right to appeal to the Indepen-
dent Health Care Appeals Program in the Department of
Health and Senior Services pursuant to P.L. 1997, ¢.192,
section 11. The contract and evidence of coverage form
shall state that a copy of the formulary will be provided by
the carrier to a covered person upon request.

9. The carrier shall file its formulary with the Depart-
ment of Health and Senior Services at the address set
forth at N.JLA.C. 11:4-37.4(b)2 by August 13, 1998. All
amendments to the formulary shall be filed with the
Department of Health and Senior Services on a quarterly
basis.

10. On or before March 31 of each year, the carrier
shall file with the Department of Health and Senior
Services at the address set forth at N.J.A.C. 11:4-37.4(b)2
a report summarizing all formulary appeals and their
resolutions for the preceding year on forms prescribed by
the Department of Health and Senior Services.

Amended by R.1998 d.302, effective June 15, 1998.
See: 30 N.J.R. 267(a), 30 N.J.R. 2214(a).
Rewrote (b) and (c).
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11:4-37.4 Selective contracting arrangement approval and
amendment procedures

(a) No carrier shall issue health benefits plans utilizing
selective contracting arrangements unless the carrier has
entered into such arrangements directly with preferred pro-
viders or has contracted with preferred provider organiza-
tions.

(b) For purposes of obtaining the Commissioner’s ap-
proval under this subchapter, a carrier issuing health bene-
fits plans utilizing a selective contracting arrangement shall
submit four copies of a complete selective contracting ar-
rangement approval application on a form to be provided by
the Department. The items set forth at (c) 14 and 15 below
shall be set forth separately from the remainder of the items
to be included in the approval application.

1. Two copies of the entire application shall be submit-
ted to the Department at the following address:

New Jersey Department of Banking and Insurance
Managed Care Bureau, 11th Floor

Life and Health Division

20 West State Street

PO Box 325

Trenton, NJ 08625-0325

2. Two copies of the entire application, together with
the appropriate filing fee set forth at N.J.A.C. 11:4-37.8,
shall be submitted to the Department of Health and
Senior Services at the following address:

New Jersey Department of Health and Senior Ser-
vices

Office of Managed Care

John Fitch Plaza, Room 600

PO Box 360

Warren and Market Streets

Trenton, NJ 08625-0360

(c) A complete selective contracting arrangement approv-
al or amendment application shall include the following:

1. A narrative description of the health benefits plan(s)
to be offered, including, but not limited to, the nature of
the plan, the market for the plan and a description of the
geographic areas to be served.

2. A statement that the carrier is either entering into a
selective contracting arrangement directly with preferred
providers, or is contracting with a PPO. In the latter case,
the carrier shall include the following:

i. The identity and a description of the PPO that will
operate and/or administer the selective contracting ar-
rangement;

ii. A description of the relationship between the
carrier and the PPO, and a copy of the contract be-
tween the carrier and the PPO; and
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iii. A certification signed by a senior officer of the
PPO that the PPO does not engage in the business of
insurance in this State, and in no way assumes risk in
the provision of services for the treatment of injury or
illness or preventative care for any person or on behalf
of any person other than its own employees;

3. A description and map of the geographic area to be
served, identified by county. If sub-areas of counties are
to be proposed as boundaries of the service area, the map
should also include zip codes;

4. A description of the procedures by which covered
services and other benefits may be obtained by covered
persons using the selective contracting arrangement;

5. If the carrier is contracting directly with the pre-
ferred providers, a narrative description of the financial
arrangements between the carrier and the preferred pro-
viders. If the carrier is contracting with the PPO, a
narrative description of the financial arrangements be-
tween the carrier and the PPO, including the manner in
which the PPO compensates its providers, a flow diagram
of the complete billing and payment cycle that includes all
intermediary steps for each method of reimbursement
used (for example, capitation, fee for service) from the
time services are rendered until the provider is paid;

6. A copy of every standard agreement, including all
versions of variable text, establishing the selective con-
tracting arrangements that will be utilized in the health
benefits plan, including the agreement(s) the carrier or
PPO has entered into with health care providers, classes
of health care providers or any other entity for the
provision of administrative or health care services. The
agreement(s) shall include a description of the responsi-
bilities of the contracting parties as they relate to the
administration, financing and delivery of health care ser-
vices;

7. Evidence that providers shall maintain licensure, cer-
tification and adequate malpractice coverage.

i. With respect to physicians and dentists, malprac-
tice insurance shall be at least $1,000,000 per occur-
rence and $3,000,000 in the aggregate per year;

ii. With respect to medical groups or health care
facility providers, malpractice insurance shall be main-
tained at least in an amount determined sufficient for
their anticipated risk, but no less than $1,000,000 per
occurrence and $3,000,000 in the aggregate per year.

iii. With respect to all other providers not otherwise
under the auspices of a health care facility, malpractice
insurance shall be maintained at least in an amount
determined sufficient for their anticipated risk, but no
less than $1,000,000 per occurrence and $3,000,000 in
the aggregate per year.

Supp. 6-15-98
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8. A description of the criteria and method used to
select preferred providers, including any credentialing
plan;

9. The names and addresses of preferred providers by
specialty, county, municipality and zip code, accompanied
by maps of the geographic service areas identifying the
location of these providers, and a copy of the provider
directory to be distributed to covered persons;

10. A description of any provisions which allow covered
persons to obtain covered services from a health care
provider that is not a preferred provider;

11. A description of the utilization review program,
including:

i. A description of the criteria and methods to be
used in utilization control, particularly the criteria for
determining over- and under-utilization; and -~

ii. A description of the mechanisms for evaluating
the success or failure of the utilization review program;

12. A description of the quality assurance program. At
a minimum, this shall include:

i. A clear description of how quality of care will be
monitored and controlled;

ii. The criteria used to define and measure quality; .

iii. The criteria used to determine the success or
failure of the quality assurance program; and

iv. A description of the staff and their qualifications
that will be responsible for the quality assurance pro-
gram;

13. A description of the complaint and grievance sys-
tem available to covered persons, including procedures for
the registration and resolution of grievances;

14. A copy of every standard form policy or contract,
including all variations of variable text, to be issued by the
carrier to the contractholders of health benefits plans,
which shall include the requirements set forth at N.J.A.C.
11:4-37.3(b)1, 2 and 3;

15. A copy of every standard form of evidence of
coverage to be issued by the carrier to covered persons,
setting forth the carrier’s contractual obligations to pay
for covered services provided to covered persons, which
shall include the requirements set forth at N.J.A.C.
11:4-37.3(b)1, 2 and 3;

16. A description of the incentives for covered persons
to use the services of preferred providers;

17. A provider agreement of the PPO or carrier stating
in substance that:

Supp. 6-15-98
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Provider agrees that in no event, including but not
limited to nonpayment by the health carrier or intermedi-
ary, payment by the health carrier or intermediary that is
other than what the provider believed to be in accordance
with the reimbursement provision of the provider agree-
ment or is otherwise inadequate, insolvency of the health
carrier or intermediary, or breach of this agreement, shall
the provider bill, charge, collect a deposit from, seek
compensation, remuneration or reimbursement from, or
have any recourse against a covered person or a person
(other than the health carrier or intermediary) acting on
behalf of the covered person for services provided pursu-
ant to this agreement. This agreement does not prohibit
the provider from collecting coinsurance, deductibles or
copayments, as specifically provided in the evidence of
coverage. Nor does this agreement prohibit a provider
(except for a health care professional who is employed
full-time on the staff of a health carrier and has agreed to
provide services exclusively to that health carrier’s cov-
ered persons and no others) and a covered person from
agreeing to continue services solely at the expense of the
covered person, as long as the provider has clearly in-
formed the covered person that the health carrier may not
cover or continue to cover a specific service or services;

18. An organizational chart of the carrier or PPO
depicting the area responsible for managing selective
contracting arrangements;

19. A listing and biographical affidavit of the officers
and directors (NAIC Form #280), if any, of the carrier or
PPO responsible for managing the selective contracting
arrangement;

20. The address of the office of the carrier or PPO
responsible for managing the selective contracting ar-
rangement;

21. A copy of the basic organization documents of the
PPO if the carrier is contracting with a PPO, including the
articles of incorporation, articles of association, partner-
ship agreement, trust agreement or other applicable docu-
ments and all amendments thereto, together with a copy
of the bylaws, rules and policies or similar documents
regulating the conduct of the internal affairs of the PPO;

22. A copy of the PPO’s audited financial statement
most recent to the time of application if the carrier is
contracting with a PPO; and

23. The following three-year pro-forma information:

i. Enrollment projections indicating the number of
covered persons by rating status (that is, single, hus-
band/wife, parent/child and family) and number of cov-
ered persons for each county. This data is to be
provided quarterly for the first year, and annually for
the remaining two years; and
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ii. Financial projections for the PPO if the carrier is
contracting with a PPO, including balance sheet, reve-
nue and expense statement and a cash-flow statement
limited to the selective contracting arrangement busi-
ness only.

(d) Any changes in the items listed at N.J.A.C. 11:4-37.3
and this section made either during the approval process or
at any time after the arrangement has been approved shall
be reported in writing to the Department within 30 days, at
the following address:

New Jersey Department of Banking and Insurance
Managed Care Bureau, 11th Floor

Life and Health Division

20 West State Street

PO Box 325

Trenton, NJ 08625-0325

(¢) The Commissioner, in consultation with the Commis-
sioner of Health and Senior Services as necessary, shall
review these documents and grant approval, within 60 days
of the carrier’s filing its complete application or a complete
amendment to its application pursuant to this section to
those carriers whose selective contracting arrangements are
determined to meet the criteria set forth in this subchapter.
The Commissioner may extend the 60-day time frame an
additional 30 days for good cause shown and shall provide
notice to the carrier of such extension. A decision to deny
approval shall be accompanied by a written explanation by
the Department of the reasons for denial. A carrier whose
selective contracting arrangement has been denied approval
may request an administrative hearing pursuant to the pro-
cedures at N.J.A.C. 11:4-37.6,

(f) The approval of a selective contracting arrangement
issued under this subchapter by the Commissioner, in con-
sultation with the Commissioner of Health and Senior Ser-
vices shall remain in force for a period of three years

excepting suspension or revocation pursuant to this subchap-
ter.

(8) A carrier shall apply for triennial renewal of the
Department’s approval of its selective contracting arrange-
ment on forms provided by the Department at least 60 days
prior to the expiration of the previous three-year approved
period. Applications for renewal of the Department’s ap-
proval shall be subject to the filing fee set forth at N.J.A.C.
11:4-37.8. If the Department has not issued a written
notice of disapproval within 60 days of receipt of a complete
renewal application, which clearly sets forth the reasons for
disapproval of the renewal application, the renewal applica-
tion shall be deemed approved.

Amended by R.1998 d.302, effective June 15, 1998.
See: 30 N.J.R. 267(a), 30 N.J.R. 2214(a).
Rewrote the section.
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11:4-37.5 Confidentiality

(a) The following data or information submitted to the
Department under this subchapter shall not be confidential
and may be released by the Department and the Depart-
ment of Health and Senior Services, but only upon written,
specified request:

1. The carrier’s narrative description of the health ben-
efits plan(s) to be offered;

2. The identity of the PPO that will operate or adminis-
ter the SCA;

3. The certification signed by a senior officer of the
PPO that the PPO does not engage in the business of
insurance in this State, and in no way assumes risk;

4. The description and map of the geographic area to
be served;

5. The description of the procedures by which covered
services and other benefits may be obtained by covered
persons;

6. The standard agreements establishing the selective
contracting arrangements that will be used in the health
benefits plan, not including the agreement(s) the carrier
or PPO has entered into with health care providers,
classes of health care providers or any other entity for the
provision of administrative or health care services;

7. The evidence that providers maintain the required
licensure, certification and malpractice coverage;

8. The names and addresses of preferred providers by
specialty, county, municipality and zip code; maps of the
geographic service areas identifying the location of the
providers; and provider directories to be distributed to
covered persons;

9. The description of any provisions which allow cov-
ered persons to obtain covered services from a health care
provider that is not a preferred provider;

10. The description of the complaint and grievance
system available to covered persons, including procedures
for the registration and resolution of grievances;

11. The standard form policies and contracts, including
variables, to be issued by the carrier to the contracthold-
ers of health benefits plans;

12. The standard evidence of coverage forms to be
issued by the carrier to covered persons setting forth the
carrier’s contractual obligations to pay for covered ser-
vices provided to covered persons;

13. The description of the incentives for covered per-
sons to use the services of preferred providers;

14. The provisions within the health benefits plan for
holding covered persons financially harmless for payment
denials by or on behalf of the carrier for improper
utilization of covered services caused by preferred provid-
ers;
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15. The organizational chart of the carrier or PPO
depicting the area responsible for managing selective
contracting arrangements;

16. The listing and biographical affidavit of the officers
and/or directors (NAIC Form #280) responsible for man-
aging the SCA; and

17. The PPO’s most recent audited financial statement
if the carrier is contracting with a PPO.

(b) All data or information submitted to the Department
under this subchapter, except for those items included in (a)
above, is confidential and shall not be disclosed by the
Department to any person other than employees and repre-
sentatives of the Department and the Department of Health
and Senior Services.

Amended by R.1998 d.302, effective June 15, 1998.
See: 30 N.J.R. 267(a), 30 N.J.R. 2214(a).
Rewrote (a).

11:4-37.6 Denial, suspension and revocation

(a) The approval of a selective contracting arrangement
issued by the Department under this subchapter may be
denied, suspended or revoked if the Commissioner deter-
mines that:

1. The selective contracting arrangement criteria set
forth in this subchapter are not being met;

2. Payment for covered services provided under the
selective contracting arrangement is not in accordance
with the terms of the approved arrangement;

3. The arrangement for the payment of covered ser-
vices fails to meet the requirements of these rules; or

4. Any false or misleading information is submitted by
the carrier seeking approval.

(b) If the Commissioner believes that any of the condi-
tions set forth in subsection (a) above exist, the Commis-
sioner shall notify the carrier by directing a notice by
certified mail or personal delivery to the last known business
or mailing address of the carrier. The notice shall include:

1. A description of the condition(s) in (a) above al-
leged to exist;

2. A statement that the carrier may within 20 days
correct the condition(s) alleged to exist; and

3. A statement advising the carrier of the procedure
for requesting a hearing.

(¢) A carrier requesting a hearing pursuant to (b)3 above
shall submit the hearing request to the Department at the
following address:

Supp. 6-15-98

4-174

New Jersey Department of Banking and Insurance
Managed Care Bureau, 11th Floor

Life and Health Division

20 West State Street

PO Box 325

Trenton, NJ 08625-0325

The hearing request shall include:

1. The name, address and telephone number of a
contact person familiar with the matter;

2. A copy of the Commissioner’s written allegations;
3. A statement requesting a hearing; and

4. A concise statement describing the factual and legal
bases for which the carrier believes that the Commission-
er’s allegations are erroneous; and

5. All relevant documents in support of the hearing
request.

(d) The Commissioner may, after receipt of a properly
completed request for a hearing, provide an informal con-
ference between the carrier and such personnel of the
Department or Department of Health and Senior Services
as the Commissioner may direct, to determine whether
there are material issues of fact in dispute.

(¢) The Commissioner shall, within 30 days of a properly
completed request for a hearing, determine whether the
matter constitutes a contested case, pursuant to the Admin-
istrative Procedure Act, N.J.S.A. 52:14B-1 et seq.

1. If the Commissioner concludes that the matter
constitutes a contested case, the Commissioner shall
transmit the matter to the Office of Administrative Law
for a hearing consistent with the Uniform Administrative
Procedure Rules, N.J.A.C. 1:1.

2. In a matter which has been determined to be a
contested case, if the Commissioner concludes that there
are no good-faith disputed issues of material fact and the
matter may be decided on the documents filed, the Com-
missioner may notify the carrier in writing of the final
disposition of the matter.

(f) In addition, or as an alternative to suspension or
revocation, the Commissioner may impose such other penal-
ties as provided by law.

Amended by R.1996 d.4, effective January 2, 1996.
See: 27 N.J.R. 3557(a), 28 N.J.R. 165(a).
Amended by R.1998 d.302, effective June 15, 1998.
See: 30 N.I.R. 267(a), 30 N.J.R. 2214(a).

In (c), changed names and address.

Next Page is 4-174.1
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11:4-37.9

11:4-37.7 Monitoring; auditing

(a) The Commissioner, in consultation with the Commis-
sioner of Health and Senior Services, as necessary shall
monitor and conduct periodic audits or examinations of the
carrier’s selective contracting arrangements at the expense
of the carrier as necessary to ensure compliance with the
approval criteria set forth in this subchapter.

(b) All records of the carrier relating to selective con-
tracting arrangements shall be disclosed upon request of and
in a format acceptable to the Commissioner. If such rec-
ords are maintained in a coded or semi-coded manner, a
legend for the codes shall be provided to the Commissioner.

Amended by R.1998 d.302, effective June 15, 1998.
See: 30 N.J.R. 267(a), 30 N.J.R. 2214(a).

In (a), inserted “at the expense of the carrier” following “arrange-
ments”.

11:4-37.8 Filing and review fees
(a) Every carrier shall pay a $1,500 filing fee for filing
each of the following with the Department:

1. A sclective contracting arrangement approval appli-
cation pursuant to N.J.A.C. 11:4-37.4; and

4-174.1

2. A triennial renewal application of a selective con-
tracting arrangement pursuant to N.J.A.C. 11:4-37.4(g).

(b) The approval application and renewal application fees
of $1,500 shall be payable to the “New Jersey Department
of Health and Senior Services.”

(c) Every carrier, in addition to complying with the filing
and review fee requirements set forth in this section, shall
be subject to any fees that may be applicable as set forth in
N.J.AC. 11:1-32.

Amended by R.1998 d.302, effective June 15, 1998.
See: 30 NJ.R. 267(a), 30 N.J.R. 2214(a).

In (a), decreased filing fees from $3,000 to $1,500, inserted “approval
application” in 1, deleted a former 2, and recodified former 3 as 2; and
rewrote (b).

11:4-37.9 Penalties

Carriers failing to comply with the requirements of this
subchapter may be subject to penaities authorized by law.

New Rule, R.1998 d.302, effective June 15, 1998.
See: 30 N.J.R. 267(a), 30 N.J.R. 2214(a).
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